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ABSTRACT 



The new Labour Government in Britain has made the reduction 
of child poverty one of its central objectives. This paper describes the 
specific initiatives involved in Labour's approach and weighs them in terms 
of their potential impact. After setting out the extent of the problem of 
child poverty, the causes are discussed, and Britain's problem is set in an 
international perspective. The impact on child poverty of policies designed 
to raise incomes directly is analyzed using micro-simulation modeling. A 
major emphasis of current policy is on the promotion of paid work, and the 
paper explores the potential for poverty reduction of increasing the 
employment of parents. It finds that at its maximum, increasing paid work 
could roughly double the reduction in child poverty achieved by tax and 
benefit policies alone, a combined decrease of 1.85 million children in 
poverty. However, a more realistic forecast of increases in parental 
employment suggests that the number of children in poverty may be reduced by 
one million by 2002. The policies that address long-term disadvantage are 
also discussed, the whole program is assessed, and future strategy is 
considered. (Contains 26 references.) (SM) 
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Abstract 

The new Labour Government in Britain has made the reduction of child 
poverty one of its central objectives. This paper describes the specific 
initiatives involved in Labour's approach and weighs them up in terms 
of their potential impact. After setting out the extent of the problem of 
child poverty, the causes are discussed and Britain's problem is set in 
international perspective. The impact on child poverty of policies 
designed to raise incomes directly is analysed using micro-simulation 
modelling. A major emphasis of current policy is on the promotion of 
paid work, and we explore the potential for poverty reduction of 
increasing the employment of parents. We find that at its maximum, 
increasing paid work could roughly double the reduction in child 
poverty achieved by tax and benefit policies alone - a combined decrease 
of 1.85 million children in poverty. However, a more realistic forecast of 
increases in parental employment suggests that the number of children 
in poverty may be reduced by 1 million by 2002. The policies that 
address long-term disadvantage are also discussed and finally the whole 
programme is assessed and future strategy is considered. 
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1 Introduction 



The new Labour Government in Britain has made the reduction of child 
poverty one of its central objectives. Before its election in 1997 after 18 
years of Conservative Government the growth in relative poverty and 
the damage to society of widening inequality were constant themes of 
Labour politicians. Before he became Prime Minister Tony Blair said that 
unless a new Labour Government succeeded in raising the incomes of 
the poorest it would have failed. Yet prior to the election there were few 
policy commitments and no specific emphasis on child poverty. This has 
now changed. In March 1999 Tony Blair said: "Our historic aim will be 
for ours to be the first generation to end child poverty.... It is a 20 year 
mission" (Walker, 1999). The Chancellor of the Exchequer has called 
child poverty "a scar on the nation's soul" (Brown, 1999). A plethora of 
policy initiatives and series of review documents show the priority that 
the government now gives to reforming and modernising the welfare 
state in general and to tackling child poverty in particular. 1 

The purpose of this paper is to describe the initiatives taken up to 
the end of January 2000 and to weigh them up in terms of potential 
impact - how much substance lies behind the fine words and noble 
aspirations? First, the extent of the problem of child poverty is set out, 
the causes are analysed and Britain's problem is set in international 
perspective. In section 3 the new Labour Government's overall approach 
is described. Then in section 4 policies designed to raise incomes directly 
are described and their impact is analysed using micro-simulation 
modelling. In section 5 policies to increase paid work are described and 
their possible impact on poverty is simulated. The policies that address 
long-term disadvantage are discussed in section 6. Finally the whole 
programme is assessed and future strategy is considered. 



1 



Policy initiatives are summarised in Department of Social Security (1999a). 
Background analysis is set out in HM Treasury series on The Modernisation of 
Britain's Tax and Benefit System, which is available at www.hmtreasury.gov.uk. 



2 The Extent and Causes of Child Poverty in Britain 

The Labour Government "is committed to tackling poverty and its 
causes." In the first of what are to be annual reports on poverty and 
social exclusion it stated: 

"Poverty affects different aspects of people's lives, existing 
when people are denied opportunities to work, to learn, to 
live healthy and fulfilling lives, and to live out their 
retirement years in security. Lack of income, access to good- 
quality health, education and housing, and the quality of the 
local environment all affect people's well-being. Our view of 
poverty covers all these aspects." (DSS, 1999a: 23) 

The definition of poverty has been subject to extensive, 
occasionally useful, discussion. During the years of Conservative 
Government (1979-1997) there was no official concession that poverty 
existed and no definition of it was accepted (although statistics relevant 
to poverty continued to be published). Now Labour Ministers talk 
openly about poverty. For the most part they concentrate on a narrower 
concept of poverty than that quoted above, namely income poverty. 
They use statistics often based on a poverty line of one-half of mean 
equivalised disposable income, which is used throughout this paper. 
Such a relative definition of poverty has continued to be used by most of 
the academic community and follows practice in most other countries. 
Details of the methodology are discussed further in section 4 and by the 
Department of Social Security (1999b). 

2.1 Extent 

Over the period since 1979 for which consistent data are available, the 
number of children in poverty has tripled; this growth makes child 
poverty a growing cause for concern. 

Overall the latest figures for 1997/8 show that 11 million people 
were living below half the mean income level (before housing costs) and 
14 million people were living below half the mean level of income on an 
"after housing costs" basis. This represents one-quarter of the 
population. Of this number, 4.5 million were children; one in three 
children were living in poverty. 

Much of the public perception of the problem in Britain is that 
child poverty is largely a problem involving lone-parent or very young 
families, that it is associated with ethnic minorities and that it largely 
occurs in public housing. In fact all these stereotypes are misleading. 




5 



6 



